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The  audit  of  Eastmont  Training  Center  was  a  financial- 
compliance  audit  for  the  fiscal  year  ended  June  30,  1975.   The 
purpose  of  the  audit  was  to  determine  whether  the  financial 
operations  of  Eastmont  Training  were  properly  conducted,  whether 
the  financial  statements  are  fairly  presented,  and  whether  State 
Laws  and  Regulations  were  complied  with  during  the  audit  period. 

The  audit  resulted  in  a  qualified  opinion  on  the  financial 
statements  audited.   The  qualified  opinion  means  that,  with  certain 
exceptions,  the  financial  report  of  the  Center  fairly  presents 
the  financial  position  of  the  Center  at  June  30,  1975.   The  reasons 
for  the  qualified  opinion  are  discussed  in  the  body  of  the  report. 

There  are  twelve  recommendations  in  the  audit  report.   The 
Center's  reply  to  these  recommendations  is  included  in  the  back 
of  the  audit  report.   The  Center  concurs  with  eight  of  Lhe 
recommendations,  partially  concurs  with  one  of  the  recommendations, 
is  obtaining  more  information  on  two  of  the  recommendations,  and 
disagrees  with  one  of  the  recommendations. 

The  Center  does  not  feel  that  receivables  nor  the  revenue, 
billed  and  collected  by  the  Reimbursement  Division,  should  be 
reflected  on  the  books.   We  fully  agree  with  this  position  due 
to  the  nature  of  the  receivables  and  due  to  the  fact  that  no 
assurances  as  to  collectabi 1 ity  of  the  amounts  currently  out- 
standing. 

Further  information  concerning  the  Reimbursement  Division's 
collection  of  receivables  is  being  obtained  in  conjunction  with 
the  Revenue  Department. 


MORRIS  L.  BRUSETT  /^^^^  JOSEPH  J.  CALNAN 

LEGISLATIVE  AUDITOR  '  ;^^^>'7^Wl  DEPUTY  LEGISLATIVE  AUDITOR 
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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

Transmitted  herewith  is  the  report  on  the  audit  of  Eastmont 
Training  Center  for  the  year  ended  June  30,  1975. 

The  audit  was  conducted  by  Robert  Fladmo,  CPA,PC,  of  Glendive, 
under  a  contract  between  the  firm  and  our  office.   The  comments  and 
recommendations  contained  in  this  report  represent  the  views  of  the  firm 
and  not  necessarily  the  Legislative  Auditor. 

The  agency's  written  response  to  the  report  recommendations  is 
included  in  the  back  of  the  audit  report. 

Respectfully  submitted. 


Morris  L.  Brusett,  C.P.A. 
Legislative  Auditor 
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The  Legislative  Audit  Coiranittee 
of  the  Montana  State  Legislature: 

We  have  examined  the  balance  sheet  of  Eastmont  Training  Center, 
and  related  statements  of  operations  and  of  changes  in  fund  balance 
as  set  forth  in  the  table  of  contents  for  the  year  ended  June  30,  1975. 
Our  examination  was  made  in  accordance  with  generally  accepted  auditing 
standards  and  the  "Audit  Guide  and  Standards  for  Revenue  Sharing 
Recipients"  issued  by  the  Office  of  Revenue  Sharing  U.S.  Department  of 
the  Treasury,  and  accordingly  included  such  tests  of  the  accounting 
records  and  such  other  auditing  procedures  as  we  considered  necessary 
in  the  circumstances. 

The  Center  does  not  maintain  formal  accounting  records  for  fixed 
assets.   For  that  reason,  land,  buildings,  and  equipment  are  not  included 
in  the  accompanying  balance  sheet. 

Except  for  the  above  described  omission,  in  our  opinion,  the  afore- 
mentioned financial  statements  which  we  examined  present  fairly  the 
financial  position  of  Eastmont  Training  Center  at  June  30,  1975  and  the 
results  of  its  operation  and  changes  in  fund  balance  for  the  year  in 
conformity  with  generally  accepted  accounting  principles  applied  on  a 
basis  consistent  with  that  of  the  preceding  year. 

ROBERT  FLADMO  C . P . A . ,  P . C . 
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EXHIBIT  A 


EASTMONT  TRAINING  CENTER 

GLENDIVE,  MONTANA 

ALL  FUNDS 

BALANCE  SHEET 

JUNE  30,  1975 


General 
Fund 

Federal 
Revenue 
Account 

Private 
Revenue 
Account 

ASSETS 

Revolving  Cash  Fund 
Cash  in  State  Treasury  (Note  3) 
Encumbered  Appropriations 
Investments  (Note  1) 

200 
11,077 

103 

5,106 
4,939 

TOTAL  ASSETS 

11,277 

103 

10,045 

LIABILITIES  &  FUND  BALANCE 

Accrued  Support  Expenditure 
Reserve  For: 

Revolving  Fund  Advances 

11,077 
200 

103 

Fund  Balance  (Exhibit  "B") 

-0- 

-0- 
103 

10,045 

TOTAL  LIABILITIES  &  FUND 
BALANCE 

11,277 

10,045 

SEE  NOTES  TO  FINANCIAL  STATEMENTS 
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EASTMONT  TRAINING  CENTER 
GLENDIVE,  MONTANA 
NOTES  TO  THE  FINANCIAL  STATEMENTS 
JUNE  30,  1975 

Note  1:   Siiminary  of  Significant  Accounting  Policies 

1.  Bases  of  Accounting  -  All  funds  utilize  the 
modified  accrual  basis  of  accounting. 

2.  Investments-  The  center  has  had  one  investment, 
a  Certificate  of  Deposit  which  was  cashed  on 
July  24,  1975.   No  income  from  the  certificate 
was  recorded  in  fiscal  year  ended  June  30,  1975. 

3.  Inventories  -  No  formal  records  are  kept  on 
inventories . 

4.  General  Fixed  Assets  -  No  formal  records  are 
kept  on  General  Fixed  Assets. 

Note  2:   Eastmont  Training  Center  has  one  identifiable  form 
of  receivable. 

These  are  amounts  that  are  charged  back  to  the 
parents  of  the  children  that  attend  the  school. 
These  transactions  are  handled  by  the  reimbursement 
division  of  the  Department  of  Institutions.   During 
fiscal  year  ended  June  30,  1975  the  division  collected 
approximately  $9100. 

Note  3:   The  Cash  in  Treasury  in  the  private  revenue  fund  is 

composed  of  $3806  in  donations,  $441  special  milk  fund, 
and  $859  Title  I  funds  that  have  not  been  reverted  back 
to  the  State  General  Fund. 


ROBERT  D    FLADMO 
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EXHIBIT  B 


EASTMONT  TRAINING  CENTER 
GLENDIVE,  MONTANA 
ALL  FUNDS 
STATEMENT  OF  CHANGES  IN  FUND  BALANCE 
FOR  FISCAL  YEAR  ENDED  JUNE  30,  1975 


Balance  July  1,  1974 
Receipts  and  Additions: 

Appropriations  From 

General  Fund 

Federal  Revenue  Sharing 
Revenue  and  Income  (Exhibit"C") 

Prior  Year  Adjustments 

TOTAL  BALANCE  AND  ADDITIONS 


FEDERAL 

PRIVATE 

GENERAL 

REVENUE 

REVENUE 

FUND 

ACCOUNT 

ACCOUNT 

178,148 


141 


-0- 


96,580 


723 


178,289   97,303 


3,500 


6,806 

18_ 

10,324 


DEDUCTIONS 

Expenditures  (Exhibit  "D") 
Prior  Year  Expenditures 

Balance  Reverted 
To  General  Fund 

BALANCE  JUNE  30,  1975 


176,534   96,580 
723 


1,755 


-0- 


279 


-0- 


10,045 


SEE  NOTES  TO  FINANCIAL  STATEMENTS 
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EXHIBIT  C 


EASTMONT  TRAINING  CENTER 
GLENDIVE,  MONTANA 
ALL  FUNDS 
STATEMENT  OF  REVENUE  AND  INCOME 
FOR  FISCAL  YEAR  ENDED  JUNE  30,  1975 


FEDERAL  PRIVATE 
GENERAL  REVENUE  REVENUE 
FUND      FUND        FUND 


Donations  6,806 

TOTAL  6,806 


SEE  NOTES  TO  FINANCIAL  STATEMENTS 
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tiXRlBlT   D 

EASTMONT   TRAINING   CENTER 
GLENDIVE,    MONTANA 
ALL   FUNDS 
STATEMENT   OF  EXPENDITURES    COMPARED  WITH   APPROPRIATIONS 
FOR  FISCAL  YEAR  ENDED   JUNE    30,    1975 


1974-1975 
APPROPRIATIONS 


BUDGET  TOTAL 

AMENDMENTS   AVAILABLE   EXPENDITURES    BALANCE 


GENERAL   FUND 


ADMINISTRATION   PROGRAM 


Personal   Services  16,782               4,018 

Contracted   Services  40 

Supplies  and  Materials  950 

Coimnunications  2,750 

Travel  1,964       (850) 

Rent  450 

Repairs  &  Maintenance  125 

Other  Expenses  150 


20,800 

21,085 

(285) 

40 

379 

(339) 

950 

1,080 

(130) 

2,750 

2,484 

266 

1,114 

354 

760 

450 

455 

(5) 

125 

53 

72 

150 

189 

(39) 

CARE  AND  CUSTODY 


Personal  Services 

26,015 

13,684 

39,699 

39 

,694 

5 

Contracted  Services 

2,175 

50 

2,225 

2 

,110 

115 

Supplies  and  Materials 

1,350 

(550) 

800 

627 

173 

Travel 

2,327 

(1,560) 

767 

587 

180 

Other  Expenses 

200 

(200) 

-0- 

11 

(11) 

Equipment 

110 

2,100 

2,210 

1 

,650 

560 

GENERAL  SERVICES 


Personal  Services 

121 

2,177 

2,298 

2,435 

(137) 

Contracted  Services 

1,000 

(775) 

225 

412 

(187) 

Supplies  and  Materials 

6,327 

1,890 

8,217 

8,890 

(673) 

Connnun  i  c  a  t  lo  n  s 

-0- 

-0- 

1 

(1) 

Travel 

350 

121 

471 

8 

463 

Utilities 

7,010 

(225) 

6,785 

6,580 

205 

Repairs  and  Maintenance 

800 

497 

1,297 

1,364 

(67) 

Other  Expenses 

-0- 

-0- 

3 

(3) 

Equipment 

500 

600 

1,100 

528 

572 

SEE  NOTES  TO  FINANCIAL  STATEMENTS 
CONTINUED  ON  NEXT  PAGE 


ROBERT  D  FLADMO 


Page   7 
EXHIBIT   D 

EASTMONT   TRAINING   CENTER 
GLENDIVE,    MONTANA 
ALL   FUNDS 
STATEMENT  OF   EXPENDITURES    COMPARED  WITH  APPROPRIATIONS 
FOR  FISCAL  YEAR  ENDED   JUNE    30,    1975 

1974-1975  BUDGET  TOTAL 

APPROPRIATIONS   AMENDMENTS      AVAILABLE   EXPENDITURES   BALANCE 


70,697 

8,142 

78,839 

78,953 

(114) 

500 

500 

500 

-0- 

2,400 

(130) 

2,270 

2,263 

7 

2,400 

(669) 

1,731 

833 

898 

120 

130 

250 

254 

(4) 

500 

(250) 

250 

186 

64 

600 

(95) 

505 

710 

(205) 

495 

835 

1,330 

1,856 

(526) 

149,208 

28,940 

178,148 

176,534 

1,614 

EDUCATION  AND   REHABILITATION 

Personal   Services 

Contracted   Services 

Supplies   &  Materials 

Travel 

Rent 

Repair  &  Maintenance 

Other  Expenses 

Equipment 

TOTAL 

FEDERAL  REVENUE  SHARING 

Administration 

Personal  Services         10,000 

Care  and  Custody 

Personal  Services         60,000 

General  Services 

Personal  Services  17,609 

Contracted  Services  700 

Supplies  and  Materials  1,691 

Education  and  Rehabilitation  6,580 

TOTAL  96,580 

PRIVATE  REVENUE 

Care  and  Custody 

Supplies  and  Materials         200  200        116       84 

Education  and  Rehabilitation 

Supplies  and  Material  500  500  115  385 

Other  Expenses  -0-  -0-  3  (3) 

Equipment  500  500  45  455 

TOTAL  ALL  FUNDS  246,988     28,940    275,928    223,393    2,535 


SEE  NOTES  TO  FINANCIAL  STATEMENTS 

ROBERT  D    FLADMO 


10,000 

10,000 

-0- 

60,000 

60,000 

-0- 

17,609 

17,289 

320 

700 

1,020 

(320) 

1,691 

1,691 

-0- 

6,580 

6,580 
96,580 

-0- 

96,580 

-0- 
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EXHIBIT  E 


EASTMONT   TRAINING   CENTER 
GLENDIVE,    MONTANA 
ALL   FUNDS 
STATEMENT   OF   EXPENDITURES    BY   PROGRAM 
FOR  FISCAL  YEAR  ENDED   JUNE    30,    1975 


Care   &  General  Education   & 

Administration     Custody        Services        Rehabilitation 


Personal   Services: 

Salaries 
Hourly  Wages 
Employee  Benefits 

TOTAL 

Operating  Expenses: 

Contracted  Services 

Supplies  and  Materials 

Communications 

Travel 

Rent 

Repairs  &  Maintenance 

Utilities 

Other  Expenses 

TOTAL 

Equipment 

TOTAL  EXPENDITURES 


26,183 

81,041 

16,620 

70,818 

32 

3,154 

1,252 

4,871 

15,499 

3,104 

13,463 

31,086 

99,694 

19,724 

85^Ji33 

379 

2,110 

1,432 

500 

1,080 

743 

10,581 

2,378 

2,484 

1 

353 

587 

8 

833 

455 

254 

53 

1,364 
6,580 

186 

189 

11 

3 

713 

4,993 

3,451 

19,969 

4,864 

1,650 
104,795 

528 
40,221 

1,901 

36,079 

92,298 

SEE  NOTES  TO  FINANCIAL  STATEMENTS 
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COMMENTS 


GENERAL 


Eastmont  Training  Center  was  established  by  House  Bill 
Number  13  of  the  extraordinary  session  of  the  fortieth 
Legislative  Assembly  and  is  provided  for  in  Section  80-2310  to 
80-2312  R.C.M.  1947.   Facilities  have  been  expanded  in  the  past 
year  with  the  construction  of  a  multi-purpose  building  which 
will  provide  added  class  rooms,  storage,  and  recreational 
facilities . 

Organizationally  the  Center  is  administered  within  the 
Department  of  Institutions  with  principal  management  respons- 
ibility accomplished  by  the  superintendent.   The  Center's 
primary  function  is  to  provide  a  five-day  residential  and  day 
training  program  for  moderately  and  severely  retarded  children 
between  the  ages  of  four  and  seventeen  years.   Offering  instruction 
in  academics,  home  living,  recreation  and  physical  education, 
speech  therapy,   perceptual  training,  social  awareness,  and 
pre-vocational  training.   The  Center's  goal  is  to  allow  these 
children  to  remain  in  their  homes  and  communities  as  functioning 
and  productive  members  of  society.   To  achieve  this  goal,  the 
Eastmont  Training  Center  emphasizes  cooperation  with  community 
groups  and  agencies,  and  education  of  the  public  about  the 
problems  of  retardation. 
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The  Center  is  located  at  Glendive  and  is  composed  of  two 
cottages  for  resident  care,  garage  storage  building,  and  a 
multi-purpose  building.   The  multi-purpose  building  is  currently 
under  construction  and  is  expected  to  be  completed  by  January 
of  1976. 

Legislative  appropriations  and  budget  amendments  provided 
to  carry  out  the  statutory  responsibilities  during  fiscal  year 
1974-75  were  $275,928  comprising  $178,148  from  the  general  fund, 
$96,580  from  federal  revenue,  and  $1,200  from  private  revenue. 
Expenditures  as  reported  in  the  Center's  records  totaled 
$176,534,  $96,580  and  $279  respectively. 

These  amounts  are  accounted  for  in  four  different  programs; 
administration,  care  and  custody,  general  services,  education 
and  rehabilitation.   For  fiscal  year  1975-76  the  programs  have 
been  expanded  to  include  one  more,  food  services. 

The  following  comments  and  recommendations  pertain  to  fiscal 
and  compliance  weaknesses  encountered  in  our  audit. 
CONTINGENT  REVOLVING  FUND 

The  center  maintains  a  $200  fund  from  which  checks  are 
written  to  provide  for  miscellaneous  expenditures  and  small 
transactions.   In  most  cases  expenditures  from  this  fund  are 
supported  by  vendor  invoices  and  authorized  by  one  of  the 
program  heads.   From  time  to  time  checks  are  written  from  this 
fund  that  provide  money  for  the  children  for  bus  tickets  which 
are  collected  at  a  later  date  and  deposited  back  into  the 
checking  account.   Checks  were  also  written  for  various  other 
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items    and  were   handled    the    same   way.      Although    these    items    are 
not   expenses   of   the   Center   and  are   later   collected  no   records 
have  been   established   to   insure   that   all   amounts   are   collected. 
RECOmENVATlON 

We  H.zcomm(ind  that  fio^conxU   {^on  thz  coyvU-ngunt  H.e.votv-ing  {^und  be. 
2y!ttabtli>hzd  to  alZou)  p^opeA  coitzcZion  {,on.  monzy  paid  ^fiom  the.  •• 

{iUnd  that  -Li,  due  to  the.  {^und. 
INVESTMENTS 

Since    the    Center  was    formed   it   has   had   only   one    investment, 
this   being   a   certificate   of  deposit   donated   to    the   Center.      The 
original   CD.    was   at   the   First   Federal   Savings   and   Loan  Association 
of  Bismarck,    North  Dakota,    it  was    transferred    to    the   First  National 
Bank  of  Glendive   on  July   24,    1974.      On  July   24,    1975    the   CD. 
was   cashed   and   the  money  was    transferred   to   State   Treasuries 
and   recorded   in   the   State   budgeting   and   accounting    system.      No 
income  on   the   $5,000   CD.    was   recorded   for   fiscal   year   ended 
June   30,    1975.      Article  VIII   Section   13   of   the  Revised   Codes 
of  Montana  provides    for   a  unified   investment   program   for   public 
funds.      The   Board   of   Investments    for    the   State   of  Montana   has 
sole   authority   to  make   all    investments   and   the   Center  was    in 
error   by   not    transferring    the   CD.    to    the   Board   of    Investments 
for    further    investment. 
RECOmENVAUOM 


We  recommend  that  alt  ^oAtheA  inveJ>tme.nt6  don.  the  Center  be  handled 
thAough  the.  Montana  BooAd  of^  Inuei-tmen^  in  accordance  MiXh  KnJUcte. 
Vlll  Section  13  OjJ  the  Rev.a,ed  CodeJ>  o^  Montana. 
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RECEIVABLES 

The  Center  has  only  one  identifiable  form  of  receivable. 
These  are  amounts  that  are  charged  back  to  the  parents  of  the 
children  that  attend  school  at  the  Center.   These  transactions 
are  handled  by  the  Reimbursement  Division  of  the  Department  of 
Institutions . 

The  Center  provides  the  Reimbursement  Division  with 
attendance  records  of  the  children  and  the  division  generates 
the  billings  from  the  records.   The  Reimbursements  Division  has 
sole  control  over  these  billings  and  they  are  held  in  conf id- 
entality  with  the  parents  of  the  children. 

During  our  examination  it  was  found  that  the  Reimbursement 
Division  had  billed  $33,511  which  it  had  not  collected  yet  and 
no  assurances  could  be  obtained  as  to  the  collectability  of  these 
amounts.   Upon  questioning  the  Director  of  the  Reimbursement 
Division  about  the  receivables,  it  was  brought  to  our  attention 
that  due  to  limited  personnel  the  division  has  been  unable  to 
follow  up  on  collecting  these  amounts. 

Section  84-7101  states  that  the  Department  of  Revenue  is 
authorized  to  provide  a  collection  service  for  the  general  purpose 
of  centralizing  the  collection  of  all  debts  owing  to  the  State  of 
Montana.   It  further  states  that  subject  to  and  in  accordance  with 
rules  and  regulations  adopted  by  the  department,  the  department 
shall  render  assistance  in  the  collection  of  accounts  owing  to  any 
state  agency  if  all  of  the  following  procedures  have  been  completed 
to  the  satisfaction  of  the  department: 


ROBERT  D    FLADMO 
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(1)  A  state  agency  must  make  all  reasonable  efforts  to 
collect  money  owed  to  it  and  must  be  determined  that  the  money 
and  any  interest  or  penalties  therefor  are  uncollectable ,  in 
accordance  with  criteria  for  uncollectibility  formulated  by  that 
agency . 

(2)  Once  a  state  agency  has  determined  an  account  owed  to 
it  uncollectible,  it  shall  certify  to  the  department  the  amount 
of  the  money  interest  and  penalties,  as  accurately  as  can  be 
determined.   The  department  may  require  submission  by  the  agency 
of  all  relevant  evidence  and  other  information  regarding  the 
debt  and  may  examine  the  records  of  any  other  state  which  may  be 
pertinent  in  determining  the  uncollectibility  of  the  debt,  unless 
examination  is  specifically  prohibited  by  law. 

(3)  If  the  department  finds  that  the  debt  is  uncollectable, 
in  accordance  with  the  criteria  for  uncollectibility  of  money  due 
that  state  agency,  the  department  shall  direct  the  agency  to  write 
off  the  debt  on  its  accounts  and  assign  the  debt  to  the  department, 

The  Reimbursement  Division  should  undertake  a  review  of 
current  policy  concerning  the  collection  of  amounts  due  to  the 
State  of  Montana.   In  accordance  with  Section  84-7101  the  division 
should  contact  the  Department  of  Revenue  for  assistance  in 
collecting  amounts  due  after  all  reasonable  efforts  have  been 
undertaken  to  collect  the  debts.   If  any  debt  is  determined  to  be 
uncollectable  it  should  be  written  off  the  books  of  the  division 
and  transferred  to  the  Department  of  Revenue. 
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RECOmEMVATWN 

We  fizcomimnd  that 

(1)  A  fie,vt&A}  0(5  cuAAznt  policy  conceAntng  an(lolZ^ctabZe.  dzbt& 
be  unde/Ltaktn  by  the.  Vlv-U^lon  o^  R^AmbaKAdmznt^ . 

(2)  In  acao^dancQ.  with  Section  S4-7101  thz  VlvU>lon  contact  thz 
VzpohXmznt  ojj  Revenue  (JoA.  oithiAtxincd  In  cottzctUng  aJit  dzbtd. 

INVENTORY 

The  Center  maintains  perpetual  records  on  all  food  supplies 
that  are  purchased  throughout  a  fiscal  year.   The  Center  does 
not  however  maintain  perpetual  inventory  records  on  supplies  and 
materials  that  are  purchased.   Inventory  cards  for  these  items 
have  not  been  established  and  no  physical  inventory  of  these 
items  has  been  taken. 

At  the  present  time  these  items  are  being  stored  at  various 
locations  at  the  Center  and  no  single  person  is  responsible  for 
any  function  associated  with  inventory  maintenance.   No  controls 
exist  that  provide  satisfactory  safeguards  for  inventory  of 
materials  and  supplies. 

Central  office  directive  no.  426.1  from  the  Montana  Depart- 
ment of  Institutions  gives  guidelines  for  inventory  of  supplies 
and  materials.   The  Department  suggests  that  inventory  cards  be 
established  and  that  a  perpetual  inventory  be  kept  on  the  various 
supplies  and  materials  purchased.   An  inventory  should  be  taken 
on  June  30  of  each  fiscal  year.   At  that  time  balances  on  the 
perpetual  cards  should  be  adjusted  to  the  count.   Any  large 
variances  should  be  investigated. 
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Controls  for  responsibility  for  purchasing,  receiving, 
storing  and  distributing  inventories,  and  maintaining  perpetual 
inventory  records  and  taking  the  annual  physical  inventory 
should  be  established.   These  functions  must  be  delegated  to 
various  individuals  to  insure  safeguarding  of  the  assets  and 
to  provide  proper  management  of  the  system. 
RECOmENVATWM 

We  ^zcomme.nd  that  '• 

/.      Invzyitofiy  coAdU  be  2AtoibUj>h<id  on  6upptiu  and  mat^Aiatl,. 

I.     A  peApetuaX  i.n\}(Lntomi  be  \i<vpt  on  aZZ  ^uppti^i  and  matzHMiU>. 

3.  A  pkyitcal  Inv^ntofiy  be  takzn  o{^  thut  ■iXzmi,  e.ach  Jane  30. 

4.  VoMA-ouA  peA^ons  be  oMt-igne-d  tht  {^unctioni  oMiOciattd  voith  the. 
Znvdntofiy  pfioczdaK2A>. 

PLANT  PROPERTY  AND  EQUIPMENT 

The  Center  maintains  inventory  cards  on  most  of  the  equip- 
ment held  at  the  center  and  a  physical  inventory  is  taken  each 
year  on  the  items.   Several  items  that  were  on  the  inventory 
cards  could  not  be  located  when  the  inventory  was  taken  also 
various  items  did  not  have  inventory  cards.   The  Center  has 
received  donated  items  and  no  fair  market  values  have  been 
established  on  these  items. 

Management  memo  70-17  indicates  that  each  state  agency 
is  responsible  for  the  management  of  all  state  property  within 
their  jurisdiction.   Fixed  assets  that:  cost  $100  or  more;  have 
an  expected  life  of  more  than  one  year;  and  do  not  substantially 
change  their  identity  through  use;  should  be  recorded.   All 
changes  in  fixed  assets  between  inventory  dates  should  be  recorded. 
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The  records  presently  kept  need  to  be  updated  to  reflect 
management  memo  70-17.   Items  that  have  not  been  accounted  for 
should  be  recorded  and  a  fair  market  value  or  cost  value  be 
assigned  to  each  item.   All  items  lost  or  not  accounted  for 
should  be  investigated  and  written  off  the  records.   All  donated 
items  need  a  fair  market  value  assigned  to  it  and  recorded. 

A  numbering  system  is  presently  being  used  by  the  Center 
but  on  most  items  where  the  tag  is  visible  the  children  have 
removed  them.   The  procedure  of  numbering  items  does  complement 
inventory  records  and  if  possible  new  methods  to  insure  proper 
numbering  should  b  found. 
RECOMMEWATIOM 

We  fmcomimnd  that  a  fizv-iim  o^  cuAAdnt  invznton.y  pf10c2.dan.Qji  ion. 
zqiu-prnznt  takz  place,  to  update.  canAewt  vatuej>  and  to  imuAQ  that 
all  itemi,  ax.e.  piopeAly  n.e.conde.d. 

The  Center  has  not  maintained  records  to  identify  plant 
and  property.   Asset  values  have  not  been  recorded  for  any  of 
the  plant  and  property.   When  the  Center  has  first  constructed 
costs  for  the  buildings  and  the  fixtures  were  first  paid  by  the 
Center  and  before  completion  the  Architect  and  Engineering 
Division  took  over  the  responsibilities  for  payments  for 
completion  of  the  building.   At  this  point  the  Center  lost  control 
of  the  costs  and  as  a  result  no  recorded  costs  have  been 
established  for  the  plant  and  property. 
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Although  a  system  has  not  been  set  up  in  the  state  wide 
budgeting  and  accounting  system  the  Center  is  responsible  for 
adequate  controls  for  plant  and  property.   This  responsibility 
as  defined  in  management  memo  70-17  requires  that  the  Center 
prepare  inventory  records  and  to  update  these  records  regularly. 
The  Center  to  maintain  proper  inventory  records  should  make 
all  possible  efforts  to  establish  asset  value  and  records  for 
property  and  plant. 
RECOMMEMPATIOM 

We  fitcommznd  that  tho.  CzntoJi  eyStabtu,h  aM,eX  value,  {^ox  plant 
and  pfiopoAZij  and  pfiopzn.  invznto^y  -^eco-^di  in  accon.dancz  M-Lth 
manageme.nt  mejno  70-17. 
ACCRUED  EXPENSES 

The  Center  accrues  expenses  each  fiscal  year  end  and 
expenditure  accrual  reports  are  prepared  for  outstanding 
expenses  not  yet  paid.   All  support  expenditures  for  accrual 
of  expenditures  proved  to  be  correct.   The  Center  does  not 
anticipate  any  more  expenses  to  be  accrued  to  fiscal  year  ended 
June  30,  1975.   Although  the  Center  has  prepared  support 
expenditures  for  expenditures  accrued  there  is  no  real  indication 
that  all  accrual  expenditures  will  be  reasonably  prepared  after 
the  fiscal  year  end. 

The  authority  for  accrual  of  expenditures  for  any  fiscal 
year  lies  in  Section  82-109.2  R.C.M.  Section  59.701.1  R.C.M.,  and 
Section  59-701.2  R.C.M.   These  three  sections  of  the  code  provide 
the  basis  for  the  accruals  and  set  the  standards  for  the  accruals. 
Following  are  excerpts  from  these  sections: 
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A.  Section  82-109.2.  Department  of  Administration  may 
establish  procedures  to  accrue  expenses  incurred  in 
one  fiscal  year  and  paid  in  a  subsequent  fiscal  period. 

B.  Section  59-701.1  purchase  orders  and  accrued  expenses 
shall  be  encumbered  at  the  end  of  each  fiscal  year. 

C.  Section  59-701.2  an  appropriation  shall  be  deemed 
encumbered  at  the  time  and  to  the  extent  that  a  valid 
obligation  against  the  appropriation  is  created. 

In  accordance  with  the  three  code  sections  presented  the 
Center  should  review  current  procedures  concerning  accrued 
expenditures  and  develop  a  system  of  control  to  provide  adequate 
assureness  that  all  accrued  expenditures  are  properly  recorded. 
RECOmEMDATJOM 

We  Ktcomimnd  that  pfiopoA  contA.ot!>  be,  Qj>ta.btU>h^d  6o  that  all 

dKpdndAjtafiQ^  ofiz  >izai,onably  accAatd  {^ofi  any  onz  ^Lstal  ycax. 
REVENUES 

The  Center  received  appropriations  in  the  amount  of 
$275,928.   The  only  other  source  of  revenue  to  the  Center  is 
donations.   The  money  received  from  donations  is  deposited  with 
the  State  Treasurer  and  entered  in  the  state  budgeting  and 
accounting  system.   In  reviewing  the  federal  and  private  revenue 
account  for  donations  it  was  brought  to  our  attention  that  not 
all  the  funds  in  this  account  could  be  identified.   In  a  further 
reconciliation  of  the  account  it  was  found  that  $859  of  the  balance 
shown  is  Title  I  funds  that  should  have  been  reverted  back  to  the 
General  Fund.   Also  $441  of  a  milk  fund  remained  in  the  account. 
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The  Center  was  not  assure  as  to  whether  this  amount  was  to 

revert  back  to  the  general  fund. 

Appropriate  information  and  procedures  should  be  obtained 

to  correct  these  amounts  and  to  bring  the  fund  balance  to  the 

corrected  identifiable  amount. 

RECOmEmATTOM 

We  fizcomme.nd  that  tkn  CtnteA  contact  thz  (xppiopnJjxtc  -4ouAce4  to 

cofiAcct  the.  batancti,  in  tki  {^cdeAol  and  pfUvatc  fLtvunae.  account. 

EXPENDITURES 

During  the  year  the  Center  expensed  $273,393  for  payroll, 

supplies,  utilities,  food,  and  travel.   The  Center  follows  a 

state  wide  plan  for  expenditures  which  includes  encumbrances, 

disbursements,  travel  expenditures,  and  directives  as  to  local 

purchasing  policy.   In  our  examination  of  expenditures  we  found 

that  various  items  bought  from  local  vendors  which  state  warrants 

were  written  for  could  have  possibly  been  paid  for  out  of  the 

contingency  revolving  fund.   Also  various  items  bought  throughout 

the  year  did  not  have  purchase  orders. 

The  local  purchasing  policy  from  the  Department  of 

Administration,  Purchasing  Division  provides  the  guideline  for 

local  purchasing  and  purchasing  with  purchase  orders. 

This  policy  states  that: 

Minor  miscellaneous  materials  and  supplies  which  are 

not  regularly  recurring  or  stocked  as  general  supplies 

and  then  the  value  does  not  warrant  a  call  for  bids  by 

central  purchasing  procedure  may  be  purchased  at  the 

local  level. 
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Capital  items  may  be  procured  by  an  agency  locally  if  the 

cost  is  less  than  $50. 

Applying  these  policies  to  the  various  purchases  made  at 
the  Center  we  find  that  some  of  the  purchases  could  have  been 
possibly  made  through  the  State  Purchasing  Division.   Better  use 
of  the  State  Purchasing  Division  could  possibly  allow  the  Center 
to  obtain  various  goods  and  supplies  at  reduced  costs  from 
present  costs. 

A  number  of  warrants  were  issued  by  the  state  for 
expenditures  of  the  Center  that  were  under  10  dollars  and  most 
of  these  warrants  were  for  purchases  from  local  vendors.   The 
cost  associated  with  processing  these  warrants  could  be  eliminated 
if  the  expenditures  were  paid  from  the  contingency  fund.   In 
most  of  these  expenditures  the  itmes  purchased  were  for  supplies 
of  noncontingency  nature  or  various  items  for  the  children. 
Other  office  supplies  and  materials  are  purchased  from  local 
vendors  in  this  same  manner.   Clerif ication  of  these  procedures 
should  be  obtained  and  if  so  deemed  the  Center  should  modify 
its  present  procedures  to  minimize  processing  costs. 
RECOmEMVATJON 


We  fLQ.commiind  that: 

1.  A  ^e.vi2W  o{j  pKUznt  puAchcu>tng  potLci-U  take,  placz  to  btttM. 
pfiovlda  ntddzd  good^  at  the,  Iza^t  amount  Oj^  co6t. 

2.  The  Cznte/i  obtain.  cXeJu.(^lcatlon  o^^  pfiej>ent  potictzi  of,  pay-Lng 
^on.  6mall  amount  puAcha^e^  Mith  6 tote  MXAAa.nt.6  to  miyvunize. 
pKoceA^tng  co^ti. 
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PAYROLL 

The  Center  was  authorized  to  employ  23  full  time  personnel 
and  part  time  summer  help  for  fiscal  year  ended  June  30,  1975. 
Management  memo  2-75-4B  authorized  a  state  wide  pay  plan 
for  classified  employees.   The  Center  is  presently  using  this 
system  for  paying  its  employees.   The  system  provided  for  retro- 
active and  longevity  pay  which  follows  sections  5.00  and  6.00 
of  memo  2-75-4B.   The  Center  is  also  following  the  authorized 
staffing  pattern  (section  3.00)  and  as  of  July  1,  1975  pay 
increases  have  been  instituted  according  to  Rule  9.32. 

Since  management  memo  2-75-4B  became  effective  the  Center 
has  not  created  a  permanent  record  showing  each  employee  and  the 
present  grade  and  step  for  each  employee.   This  record  should  be 
created  and  with  each  new  upgrading  of  the  employees  a  new  record 
should  be  created  showing  the  new  grades  and  steps. 
RECOmENVATZOSI 


We  ^^aomme.nd  that  a.  poAmamnt  iQ.cond   be  cAzatad  ■ihow-Lng  omptoijan 
6te-p6  and  Qfiadu . 
ELECTRONIC  DATA  PROCESSING  CONTROLS 


The  Center  is  linked  with  a  state  wide  system  which  provides 
the  data  processing  necessary  for  the  operation  of  the  Center. 
The  statewide  system  is  called  S.B.A.S.  or  state  budgeting  and 
accounting  system.   The  Center  has  maintained  to  a  certain  degree 
correct  records  using  S.B.A.S.  but  there  is  a  need  for  further 
verification  of  source  documents  and  source  registers.   At  the 
present  time  there  is  only  one  staff  member  handling  all  related 
accounting  functions.   No  other  staff  member  is  qualified  or  has 
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the  necessary  background  information  to  step  in  and  assume  the 
accounting  duties  at  the  Center.   If  possible  another  staff 
member  should  be  obtained  to  provide  a  verification  link  in  the 
accounting  system  to  insure  that  all  guide  lines  are  followed. 
There  is  also  a  need  for  the  present  accountant  to  obtain 
further  knowledge  about  S.B.A.S.   Upon  questioning  her  we  found 
several  areas  in  S.B.A.S.  where  she  did  not  understand  the  various 
ledgers.   Greater  knowledge  of  S.B.A.S.  by  the  accountant  would 
benefit  the  Center  by  allowing  it  to  fully  use  S.B.A.S.  to  follow 
expenditures  and  appropriations  and  to  insure  that  the  Center 
does  not  exceed  legal  limits  of  appropriations. 
RECOmENVAUONS 


We  fL2.(iomme.nd  that: 

1.  The  CettteA  should  pnovidt  {^oi  anothoA  itaf^f^  membdH  ^on  accounting 
diUiu . 

2.  AddAXlonal  knoMle.dg&  o{i  S.B.A.S.  should  be  obtalno^d  by  the. 
pfiuznt  accountant. 

ADMINISTRATION 


Eastmont  Training  Center  is  an  agency  of  the  Montana 
Department  of  Institutions  and  is  responsible  to  the  Department 
for  attaining  its  set  goals.   The  Center  has  established  a  definite 
line  of  communication  within  the  Center  but  during  the  audit 
it  was  brought  to  our  attention  that  because  the  Center  is  far 
removed  from  the  Department  of  Institutions  there  was  a  lack  of 
communication  that  is  needed  for  the  Center  to  operate  effectively. 
Also  more  and  current  information  is  needed  to  provide  a  better 
means  to  educate  retarded  students. 
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It  was  suggested  that  workshops  with  the  current  changes 
be  presented.   More  information  is  needed  for  efficient  operation 
on  the  property  and  plant  level.   Current  practices  at  other 
agencies  of  the  department  should  be  communicated  to  the  Center 
to  better  coordinate  all  state  rehabilitation  of  retarded  students. 

Better  cooperation  should  be  established  between  the  Center 
and  the  Glendive  Community.   This  would  allow  the  Center  to  better 
use  existing  facilities  in  the  achievement  of  their  established 
goals . 
RECOmENVATJOM 

We  fL^comme.nd  that  the.  Cznttfi  (^tab-Ujih  boXtzn.  communication  tineA 

to   duJvthiiA  ackie.ve.  -cti  goalA . 
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December  3,   1975 


Legislative  Audit  Committee 

of  the  Montana  State  Legislature 
Office  of  the  Legislative  Auditor 
State  Capitol 
Helena,  Mt.      59601 

Gentlemen: 

We  have  reviewed  the  audit  report  prepared  by  Robert  Fladmo 
C.P.  A. ,   P.C.  on  Eastmont  Training  Center.    Our  review 
was  made  in  cooperation  with  Jerry  Hoover,   Superintendent  of 
Eastmont  Training  Center. 

The  report  provides  a  very  welcome  service  and  is  sincerely 
appreciated. 

Our  response  to  recommendations  is  attached. 

Sincerely, 


Robert  H.  Mattson 
Director 


RHM/mjr 
Enc. 
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Notes  to  Financial  Statements  -  Note  2 

Please  refer  to  the  reply  to  Recommendation  on  page  14  of  the 
auditor's  report. 


Recommendation  -  Page  11 

We  recommend  that  records  for  the  contingent  revolving  fund  be  estab- 
lished to  allow  proper  collection  for  money  paid  from  the  fund  that  is 
due  to  the  fund . 

Checks  written  from  the  contingent  fund  for  bus  tickets  and  other 
items  requiring  reimbursement  from  parents  are  traced  to  insure  all 
collectible  contingent  fund  monies  are  received;  however,  it  is  not 
a  permanent  record  and  is  not  retained  once  the  reimbursements  are 
received.   Only  in  the  case  of  an  expenditure  chargeable  to  an 
appropriation  is  a  permanent  record  maintained.   The  recommendation 
to  maintain  a  permanent  record  of  all  checks  written  from  the  fund 
is  a  good  one  and  will  be  initiated  immediately. 


Recommendation  -  Page  11 

We  recommend  that  all  further  investments  for  the  center  be  handled 
through  the  Montana  Board  of  Investments  in  accordance  with  Article 
VIII,  Section  13,  R.C.M.  1947. 

This  investment  was  a  donation  in  the  form  of  a  savings  certificate 
from  an  estate.   A  request  was  made  and  permission  was  received 
from  the  Department  of  Institutions  to  leave  the  certificate  in  the 
First  Federal  Savings  and  Loan  Association  until  maturity.   In  the 
meantime  it  was  determined  that  these  funds  would  be  needed  prior 
to  maturity  so  a  certificate  of  deposit  was  purchased  allowing  the 
money  to  be  more  readily  available.   The  certificate  of  deposit  was 
recorded  in  SBAS  on  September  25,  1974  and  all  interest  accrued  was 
recorded  in  SBAS  at  the  time  the  certificate  of  deposit  was  cashed 
on  July  24,  1975.   The  reason  for  handling  this  receipt  in  this 
manner  was  that  it  was  considered  to  be  a  donation  to  the  agency 
and  not  investment  money  for  the  General  Fund.   The  agency  took 
advantage  of  an  opportunity  to  accrue  interest  on  the  donation 
until  the  funds  were  needed.   Now  no  interest  will  be  earned  by  the 
agency  on  this  donation.   There  is  a  question  whether  this  money 
meets  the  definition  of  state  funds  as  specified  in  Sec.  82A-204, 
R.C.M.  or  public  funds  as  defined  in  the  1972  Constitution^ Article 
VIII,  Section  13.   The  Department  will  contact  the  Board  of  Investments 
as  to  this  question. 


Recommendations  -  Page  14 
We  recommend: 

1)  a  review  of  current  policy  concerning  uncollectable  debts  be 
undertaken  by  the  Division  of  Reimbursements. 

2)  In  accordance  with  Section  84-7101,  R.C.M.  1947,  the  Division 
contact  the  Department  of  Revenue  for  assistance  in  collecting  all 
debts. 
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The  Reimbursement  Bureau  has  legal  authority  to  assess  and  collect 
(Sec.  80-1601,  R.C.M.  1947)  and  the  agency  has  no  authority  or 
responsibility  to  assess  or  bill.   We  do  not  feel  that  those 
receivables  nor  the  revenue  should  be  reflected  on  the  books  of  the 
agency.   The  Reimbursement  Division  of  the  Department  of  Institutions 
points  out  that  the  $33,511  includes  full  liability  charges  for 
Indians.   Investigations  of  Indian  residents  in  institutions  are 
for  all  practical  purposes  an  imposibility.   There  is  no  access  to 
tribal  funds  or  individual  resource  records  which  makes  determining 
the  "ability  to  pay"  on  an  equitable  basis  an  impossibility. 
Previous  to  1969  all  Indians  were  covered  under  the  Bureau  of 
Indian  Affairs  and  the  Department  of  Indian  Health.   There  are  some 
states  still  receiving  payments  from  these  agencies  and  the  ongoing 
receivable  records  are  kept  up  to  date  with  the  anticipation  of  a 
resumption  of  payments  by  the  indicated  agencies.   Information  is 
being  accumulated  by  the  Reimbursement  Bureau  to  submit  to  the 
Revenue  Department  to  pursue  according  to  Section  84-7101  R.C.M. 


Recommendations  -  Page  15 
We  recommend  that: 

1)  Inventory  cards  be  established  on  supplies  and  materials. 

2)  A  perpetual  inventory  be  kept  on  all  supplies  and  materials. 

3)  A  physical  inventory  be  taken  of  these  items  each  June  30th. 

4)  Various  persons  be  assigned  functions  associated  with  the 
inventory  procedures. 

Inventory  cards  are  maintained  on  supplies  and  materials  that  are 
consumable  and  restocked  on  a  regular  basis,  such  as  pens,  paper, 
envelopes,  etc.   One  person  is  responsible  for  maintaining  these 
cards  and  for  a  semi-annual  physical  inventory  of  these  supplies 
and  materials.   Inventory  cards  are  updated  monthly.   However, 
there  is  not  an  inventory  card  made  for  each  and  every  supply 
purchased  at  the  Center.   There  is  no  standard  state  procedure  as 
to  record  keeping  of  supplies  and  materials  for  items  valued  under 
$100.   The  institution  incorporates  all  the  suggested  audit  pro- 
cedures in  regard  to  the  physical  inventory  and  in  the  recording  of 
perpetual  inventory.   Due  to  limited  staff,  separation  of  duties  in 
the  inventory  procedures  is  extremely  difficult,  but  procedures 
will  be  developed  incorporating  persons  not  involved  in  record 
keeping  in  the  physical  inventory  count. 


Recommendation  -  Page  16 

We  recommend  that  a  review  of  current  inventory  procedures  for  equipment 
take  place  to  update  current  values  and  to  insure  that  all  items  are 
properly  recorded. 

It  is  agreed  that  all  equipment  must  be  assigned  cost,  either  fair 
market  value  or  cost,  and  must  be  properly  carded.   This  procedure 
is  being  implemented  by  department  supervisors  and  the  accounting 
technician. 
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Recommendat  ion  -  Page  17 

We  recommend  that  the  center  establish  asset  value  for  plant  and  property 

and  property  inventory  records  in  accordance  with  Management  Memo  70-17. 

The  agency  will  attempt  to  determine  the  original  costs  for  property 
and  plant  and  record  those  costs  in  the  property  and  plant  inventory 
records. 


Recommendation  -  Page  18 

We  recommend  that  proper  control  be  established  so  that  all  expenditures 

are  reasonably  accrued  for  any  one  fiscal  year. 

This  is  standard  operating  procedure  and  the  agency  believes  that 
all  possible  proper  controls  are  in  force  so  that  expenditures  are 
reasonably  accrued  for  any  one  fiscal  year. 


Recommendation  -  Page  19 

We  recommend  that  the  Center  contact  the  appropriate  sources  to  correct 

the  balances  in  federal  and  private  revenue  accounts. 

The  Accounting  Division  has  been  contacted  for  assistance  in  reverting 
the  $859.   The  milk  fund  money  is  not  to  revert  back  to  the  general 
fund.   An  agency  fund  to  accommodate  donation  receipts  has  been 
established.   For  these  reasons  the  fund  balance  is  now  identifiable 
in  SBAS. 


Recommendation  -  Page  20 

We  recommend  that  a  review  of  present  purchasing  policies  take  place  to 
better  provide  needed  goods  at  the  least  cost  and  that  the  center 
obtain  clarification  of  present  policies  of  paying  for  small  amount 
purchases  with  state  warrants  to  minimize  processing  costs. 

Tie  present  purchasing  policy  is  to  obtain  equipment,  supplies,  and 
materials  at  the  minimum  cost.   Emergency  purchases  are  permitted, 
but  on  a  restricted  basis.   The  guidelines  as  established  in  Montana 
Administrative  Manual  Management  Memo  No.  69-2  as  to  contingent 
revolving  funds  will  be  followed. 


Recommendation  -  Page  21 

We  recommend  that  a  permanent  record  be  created  showing  employee  steps 

and  grades. 


-27- 


Response  to  Eastmont  Audit,  Page  5 


We  agree  that  a  permanent  record  should  be  created  showing  employee 
steps  and  grades.   This  function  could  be  computerized  through  the 
Governor's  Office  of  Budget  and  Program  Planning  and  issued  to  the 
agencies  in  the  position  control  report.   This  information  would  be 
very  useful.   The  agency  will  however  implement  a  manual  record  of 
this  data  to  be  kept  by  the  accounting  technician  for  immediate 
purposes . 


Recommendation  -  Page  22 
We  recommend  that: 

1)  the  center  should  provide  for  another  staff  member  for  accounting 
duties. 

2)  Additional  knowledge  of  SBAS  should  be  obtained  by  the  present 
accountant. 

The  agency  believes  there  is  a  definite  need  for  another  staff 
member  to  be  familiar  with  the  accounting  duties  and  also  to  be 
capable  of  assuming  those  duties  in  the  absence  of  the  accounting 
technician.   However,  there  is  not  a  work  load  sufficient  to  keep 
two  staff  members  busy  on  a  regular  day  to  day  basis.   The  agency 
intends  to  implement  in-service  training  for  the  secretary  to  learn 
the  SBAS  techniques  and  to  assume  operations  duties  when  necessary. 
It  is  agreed  that  more  training  is  necessary  for  the  accounting 
technician;  the  accounting  technician  will  participate  in  future 
SBAS  training. 


Recommendation  -  Page  23 

We  recommend  that  the  center  establish  better  communication  lines  to 

further  achieve  its  goals. 

The  Center  is  making  attempts  to  establish  better  lines  of  com- 
munication to  achieve  its  goals.   Unfortunately  the  geographic 
distance  prevents  attendance  at  many  germane  workshops,  as  well  as 
personally  working  with  other  related  agencies.   Cooperation  and 
communication  is  also  contingent  upon  second  parties,  at  times  the 
institution  is  unable  to  control  their  actions.   The  institution 
intends  to  solicit  additional  funds  for  workshop  attendance  in  the 
next  biennium  and  is  also  developing  a  library  for  educational  as 
well  as  operational  program  materials.   Also,  improved  communications 
with  the  agencies  has  been  an  integral  part  in  planning  the  reor- 
ganization of  the  Department  around  functional  program  areas. 
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